Using a large linked employer-employee data set, this paper aims at quantifying the trend in worker segregation at the establishment level and its impact on wages in Portugal over a …fteen year period. We concentrate on the gender dimension, to answer the questions: What is the level of gender segregation across establishments in the Portuguese labor market and how has it evolved over time? What is the impact of segregation on wages? Is that impact di¤erent for men and women? Systematic and random components of segregation are computed. We use standard wage decomposition techniques to evaluate the impact of the composition of the labor force at the establishment level on wages. The results reveal a high degree of systematic gender segregation. A higher proportion of females in the establishment lowers females'wages while, on the contrary, it raises males'wages. The evidence gathered is consistent with the taste-based model of employer behavior and with the theory of sorting of workers across establishments based on their productivity.
Introduction
The composition of the labor force di¤ers widely across employers. Two main lines of reasoning have been followed to explain that pattern: taste-based or quality-sorting recruitment. In the …rst case, preferences by employers (or co-workers or customers) will lead an employer into recruiting particular types of workers, but not others. Becker (1971) has set the stage for this analysis, under the heading discrimination in the labor market. The other line of reasoning distinguishes workers by their quality or productivity, to stress sorting e¤ects, according to which similar workers will be matched together in …rms, if their skills are complements in the production process. A good version of this type of models is presented in Kremer (1993) and Kremer and Maskin (1996) . Both theories predict that workers with di¤erent attributes will be segregated into di¤erent workplaces.
Employment segregation will be a source of wage di¤erentials between groups of workers to the extent that di¤erent …rms pay di¤erent wages. The two theories mentioned diverge, however, on the implications of segregation for wage setting. Nevertheless, gender segregation along occupation or industry lines has been subject to wider scrutiny than gender segregation among establishments. Studies evaluating the impact of the degree of femaleness of the establishment on wages have in general found that inter-establishment gender segregation accounts for a substantial share of the wage gap (see Troske (1995, 1998) , Yoon et al (2003) , Reilly and Wirjanto (1999) , Groshen (1991) , Pfe¤er and Davis-Blake (1987) and, for earlier awareness on this pattern, McNulty (1967) and Buckley (1971) ).
This paper aims at quantifying the trend in worker segregation across establishments and its impact on wages in Portugal over a …fteen year period. We concentrate on the gender dimension, to answer the questions: What is the level of gender segregation across establishments in the Portuguese labor market and how has it evolved over time? What is the impact of segregation on wages? Is that impact di¤erent for men and women? The aim is also to contribute to a better understanding of the Portuguese gender wage gap, which revealed a hump-shaped pattern from 1985 to 1999, reaching a peak in 1991.
The study relies on a large linked employer-employee data set gathered by the Ministry of Employment, based on an inquiry that every …rm with wage-earners is legally obliged to …ll in. Each year, an average of two million workers, 200 thousand establishments, and 150 thousand …rms are covered.
We evaluate worker segregation across establishments as departures from the segregation that would prevail if workers were randomly assigned to establishments, instead of departures from perfect integration, if groups were proportionately represented in each establishment. In fact, Carrington and Troske (1997) have proven that, in particular in the presence of small units, di¤erent groups of workers will never be evenly distributed across establishments, even if the allocation is determined on a random basis. We therefore compute random and systematic segregation, using both the Gini and the dissimilarity indices. The impact of the degree of femaleness of the establishment on wages will be quanti…ed using the Oaxaca and Cotton-Neumark procedures for wage decomposition.
The paper is organized as follows. Section 2 describes the data set. Section 3 provides information on the Portuguese labor market and describes trends in female employment. Section 4 analyzes systematic gender segregation across establishments, and section 5 discusses the impact of gender segregation on wages. Concluding comments are presented in section 6.
Data set
The data used, Quadros de Pessoal, are gathered annually by the Ministry of Employment, based on an inquiry to every …rm with wage-earners, which reports information on the …rm, the establishment and all of its workforce. Given the legally binding nature of the inquiry, the response rate is extremely high. The fact that the information (namely on wages) is provided by the employer and the legal request for the data to be permanently displayed in a public space in the establishment, contribute to their reliability, reducing measurement errors. Reported data include the worker's gender, age, skill, occupation, schooling, tenure, earnings and duration of work, and the establishment's and the …rm's location, industry, and size.
The full coverage of the workforce within establishments is a clear advantage of this data set for the study of worker segregation across establishments. Also, the data are very representative, being in fact a census of the establishments employing paid labor. A wide set of variables is reported for each worker, but nevertheless less rich information is provided on establishments.
Establishments in manufacturing and the services have been kept for analysis. Only wageearners aged 16 to 65 were considered. Note that a minimum establishment size requirement had to be imposed for the analysis of the homogeneity of the workforce within …rms. Indeed, it would be meaningless to compute segregation for an establishment with one worker or a similarly tiny dimension. During the period under analysis, the legislation in the country de…ned a micro-…rm as one employing less than 5 workers. We have considered that benchmark, and throughout the paper the analysis is restricted to establishments with at least 5 workers. Therefore, large and small …rms -which may be di¤erent in terms of work organization and labor ‡exibility, for example -are included in the analysis, and just tiny ones have been dropped.
These criteria led to a data set of 1.4 million workers and 62 thousand establishments on average each year. A high proportion of the establishments in the Portuguese economy has less than 5 wage-earners, but nevertheless they employ a very small proportion of the workforce. Indeed, 90 percent of the wage-earners in the selected industries and age bracket is kept for analysis, even though just 40 percent of the establishments employing them ful…ll the size requirement. 
The Portuguese labor market and trends in female employment
Interest in the Portuguese labor market has widened over the last two decades, mainly driven by its good performance after mid-1980s, when compared to other Western economies. For example, the unemployment rate declined from 9 percent in 1985 to 4 percent in 2000. The economy has been under a process of modernization and restructuring, mainly after joining the European Union in 1986.
As a consequence of this process of change, demand for skilled workers increased and overall wage inequality widened, as wages at the top of the distribution grew faster than those at the lower end (Cardoso, 1998) . This has been associated with rising returns to education and job requirements, and is consistent with the skill-biased technological change hypothesis (see Hartog et al, 2001 ). In addition, wage di¤erentials associated namely with …rm size and industry a¢ liation are substantial when compared with other European countries (see for instance Hartog et al, 2000) . In particular, the size of inter-industry wage dispersion is high, comparable to countries normally rated as having a decentralized wage setting system, such as the USA or Canada.
These large wage di¤erences for apparently equally-skilled workers indicate ‡exibility to exploit industry or …rm and establishment speci…c conditions, which may be related to particular circumstances regarding industrial relations. Indeed, high wage ‡exibility has been pointed out as a particular feature of this market (OECD, 1994) , and studies at the micro level have shown that …rms have considerable degree of freedom when manipulating wages, despite widespread collective bargaining (Cardoso and Portugal, 2005) .
In addition, it is well-known that wages are in Portugal low compared to other Western economies. These lower wages re ‡ect lower productivity of labor, which itself may indicate reduced levels of physical and human capital (see Branco and Mello, 1992) .
Female participation in the labor market is high when compared to other Southern European countries such as Spain, Italy and Greece, and above the European Union average. Female employment has been steadily increasing in the Portuguese economy. Whereas it accounted for 32 percent of total employment in manufacturing and the services in 1985, by 1999 it had risen to 43 percent. The composition of female employment underwent changes as well. The share of employed women holding a University diploma increased during that period from 3 percent to 9 percent, while the share holding a High-School diploma increased from 11 percent to 19 percent. Changes in the composition of male employment have been slower, as the share of employed males holding a University diploma increased from 4 percent to 7 percent, and the share holding a High-School diploma increased from 11 percent to 16 percent. These values illustrate clearly the low level of educational attainment of the working population in Portugal.
Raw data points to a certain degree of gender segregation at the establishment level (see tables 4 and 5 in appendix). While in the sample of females the average share of women in the establishment is 56 percent to 65 percent, in the sample of males the values range from 20 percent to 25 percent -females tend to have predominantly female co-workers, and males tend to have predominantly male co-workers.
Economic growth and increasing integration of women into the labor market did not lead in Portugal to a systematic decline in the gender pay gap. In fact, the gap measured as the di¤erence between the mean values of log-wages in each group increased from 1985 to 1991, declining afterwards. Furthermore, empirical evidence has shown that even after controlling for several worker and employer attributes, the Portuguese wage gap is signi…cant and persistent (Kiker and Santos (1991) , Vieira (1999) ).
4 Gender segregation at the establishment level: systematic and random components To evaluate total segregation in the labor force, the Gini and the Duncan dissimilarity indices, respectively G and D, have been used.
where w i and m i are the establishment i's share of female and male employees in the sample, respectively, and T is the number of establishments in the sample.
with the calculation being performed in the data sorted by w i =m i . Both indices are bounded between 0 and 1, with 0 corresponding to maximum evenness (perfect integration), and 1 to maximum unevenness. In intuitive terms, the value of the Duncan index indicates the share of men (or women) that would have to move to eliminate inter-…rm segregation (see Carrington and Troske, 1995: 517) . Thinking in terms of segregation curves, "the Gini index is equal to two times the area between the diagonal line and the segregation curve, while the dissimilarity index is equal to the maximum vertical distance between the diagonal and the segregation curve" (Hutchens, 2001: 17) . For a more extensive discussion of the interpretation of the indices, see Flückiger and Silber (1999: 53-62) .
Hutchens (2001) provides a thorough discussion of the properties of segregation indices. Out of seven desirable properties highlighted, the Gini index fails to meet additive decomposability (i.e. if we partition the population into mutually exclusive groups, the total Gini index cannot be exactly decomposed into the between-groups plus the within-groups components), whereas the dissimilarity index fails to meet the property relating to the movement of individuals between groups (for example, if women were shifted from a group with lower proportion of women to one with higher proportion of women, the dissimilarity index could nevertheless decrease). Hutchens himself does not attach much relevance to the problem of the Gini index, acknowledging that this is a useful measure. That is particularly so in our case, since we are not interested in knowing the contribution of a subset of establishments to total segregation. By verifying the remaining six properties, the Gini index allows for the ordering, in a credible way, of di¤erent distributions in terms of their level of segregation. The problem with the dissimilarity index is potentially more serious. However, that index has been extensively used in the previous literature (see for example Carrington and Troske (1995 , 1997 ), or Yoon et al (2003 ) and, if we want to have benchmark results to compare with ours, we are bound to use the same type of segregation indices. Or, as Hutchens acknowledges, "the dissimilarity index and the Gini index dominate the empirical literature" (Hutchens, 2001 : 17) and we have therefore chosen to use them.
Segregation will never reach the value 0, in particular if the economy is made up of small units, even if workers are randomly allocated to establishments. The example in Carrington and Troske (1998: 450-451) helps clarify this point: in an economy made up of a large number of two-worker establishments, whose labor force is assigned randomly from a population with an equal number of men and women, one would end up with one quarter of the establishments with two men, one quarter with two women, and half with one man and one woman. This would imply a Gini segregation index of 0:75, and a Dissimilarity index of 0:5. A generalization of this result for di¤erent proportions of females in the labor force and di¤erent classes of establishment size is provided in Troske (1998: 451) (1997: 403-404) , showing that random allocation generates positive segregation as measured by traditional indices, and that reported segregation increases when the sample is made up of smaller establishments, therefore rendering comparisons across samples non-trivial.
One should therefore quantify the degree of systematic segregation existing in the sample evaluated as departures from random segregation (the one that would result from pure chance in the allocation of workers to establishments), instead of departures from absolute evenness.
This idea was discussed and applied in Boisso et al (1994) , as well as in Troske (1997, 1998) .
To compute random segregation, we consider the original number of females and males and the original establishment sizes in the sample. Then, workers are randomly reallocated to establishments and the segregation indices are computed.
2 After a certain number of replications of this procedure, the average segregation index reached is the random segregation. To obtain the standard errors of the indices (total, random and systematic), we use the bootstrap technique applied to segregation measurement as explained in Boisso et al (1994) and later also applied by Carrington and Troske (1998) . In our computations the bootstrap is based on 100 samples of 10 percent drawn from the original data. The systematic Gini segregation coe¢ cient is computed as follows (Carrington and Troske, 1997) 
whereĜ 2 [ 1; 1]. If actual segregation exceeds random segregation (G > G ), thenĜ quanti…es excess segregation over that dictated by chance, expressed in percentage of the maximum segregation that could occur (1 G ). When G < G , we face a situation in which there is excess evenness (Carrington and Troske, 1997: 406) in the distribution of gender across establishments, that is, not even random allocation would be able to obtain that balance in the distribution of individuals. As this index assesses random deviation, its interpretation is not based on the quota of minorities nor on the size of the units. However, as the size of units increases, the modi…ed segregation index,Ĝ, tends toward the value of the original index, G.
The same procedure applies to the dissimilarity index. Gender segregation across establishments in the Portuguese labor market is high and has been relatively stable between 1985 and 1999 (see table 1 ). We observe a slight increase in the random segregation, which can be explained by the change in the dimension of establishments Gini index. The values for Portugal are however remarkably in line with those presented for Korea by Yoon et al (2003) , with an industry coverage similar to ours.
The impact of gender segregation on wages
To analyze the impact of gender segregation at the establishment level on wages, consider regressions of the type:
where subscript g = (m; f ) indicates the gender, W gi is the log hourly wage of worker i, X gi denotes a set of individual and job related characteristics, which includes the proportion of females in the establishment; g denotes the regression coe¢ cients and gi is a random error term assumed to satisfy the usual properties. Hourly wages were computed as monthly wages divided by the number of hours worked. Tables 4 and 5 in appendix list all the variables included and their descriptive statistics. From OLS estimation of equations (4) it follows that:
which is the Oaxaca (1973) male-based decomposition. The …rst term on the right hand side indicates the portion of the wage gap attributable to di¤erences between sexes in the mean values of productive and job related characteristics (i.e. di¤erences in endowments); the second term represents the portion attributable to di¤erences in prices of those characteristics (often referred to as wage discrimination). The idea of the …rst term is to value the di¤erence in endowments at the wage rate that would prevail in the economy in the absence of wage discrimination (the non-discriminatory wage structure, following the reasoning by Becker (1971) ). Oaxaca suggested using alternatively male or female wages as that reference wage distribution, to de…ne a range within which the values of the components would fall. Cotton (1988) and Neumark (1988) choose instead the computation of a speci…c point within that range, by considering the non-discriminatory wage structure (^ ) as the weighted average of the female and male wage structures, with weights equal to their employment shares. The wage decomposition would therefore be de…ned as follows:
Di¤ering from Oaxaca's proposal, the last two terms measure the male advantage and the female disadvantage in coe¢ cients (i.e. the extent to which the returns to productive and other characteristics di¤er from the non-discriminatory returns). These two terms are then used as measures of the extent of labor market discrimination. It therefore follows that the contribution of the proportion of female workers at the establishment level (P) to the gender gap is given, under the Oaxaca method, by
and by
under the Cotton-Neumark approach.
Higher concentration of women in the establishment: lower wages for women, but higher for men
The proportion of females in the establishment workforce has a negative impact on females' wages, with the coe¢ cient being statistically di¤erent from zero in every year. Conversely, the higher the proportion of females in the establishment, the higher males' wages (except in 1999) (see tables 6 and 7 in appendix). For example, for males in 1985 an increase of 10 percentage points in the proportion of females in the establishment was associated with an increase of 0.3 percent in the average wage; this coe¢ cient remained relatively stable over the sample period, with a slight decrease after 1995. On the other hand, the negative impact of this variable on female wages increased until early-90s; by 1993, a 10 percentage point increase in the proportion of females in the establishment was associated with a decline in average female wages of approximately 1 percent. These results contrast to previous available evidence that had revealed that the femaleness of the establishment depressed the wages of both men and women (see Carrington and Troske (1998) or Reilly and Wirjanto (1999) ). We have checked whether these results could be driven by the aggregate occupational controls used in the regressions. That is not the case, since results are very stable once we include more detailed controls (two-or three-digit classi…cation of occupations). Moreover, the results are also invariant to the exclusion of part-timers from the regression.
5
Still one other problem might a¤ect the results. Even though the previous literature on this issue has relied on OLS estimation, the endogeneity of the variable share of females might bias the results. We have extensively searched for ways to account for the endogeneity of this variable.
6 Omitted variables is the most likely source of bias in our OLS regressions. We would like to control for …rm attributes that may be correlated with the share of females in its 5 The full set of results is available from the authors upon request. 6 First of all, we have searched for feasible instruments. The share of female in the occupation or in the region seemed at …rst sight natural candidates. However, the share of females in the occupation has been used in the literature as a direct determinant of individual wages (see for example Bayard et al, 2003) , and the share of females at the regional level can itself be considered a determinant of the wage level of the worker. We concluded that we were unable to …nd in our dataset feasible instruments for the share of females in the establishment.
establishments, but data limitations force us to include such variables in the error term. Firms may select the share of females they hire based on certain variables we are not controlling for. In particular, we have not controlled for the establishment productivity and it seems reasonable to assume that there are some unobserved productivity di¤erentials captured in the error term of the regression that may be correlated with the share of females included in the equation. For instance, …rms with low productivity might tend to employ more female workers because they …t the jobs better, and females might be less productive than males due for example to job career interruptions. If such a sorting process exists, it would show up in the regression coe¢ cient of the share of females, since productivity is not controlled for.
We believe however that this selection issue can be tackled if we include a …rm-speci…c e¤ect in the wage regression. We have thus re-run the wage regressions including a set of …rm dummy variables. These terms are bound to capture the heterogeneity across …rms in terms of, for example, productivity, product market conditions or average labor quality. Controlling for …rm unobservable attributes should, at least partly, account for productivity di¤erences across establishments.
The results for these estimations are reported in tables 8 and 9. The results for the male working population using …xed-e¤ects are in line with the ones previously obtained. There is still a positive impact of the share of females in the establishment on male wages. Indeed, from 1985 to 1995 that e¤ect is now much stronger than previously estimated. If the mechanism of sorting based on productivity described above were indeed at work, we would expect these results (since, without any kind of control for the …rm productivity, the negative covariance between the share of females and the …rm productivity would bias the coe¢ cient on the share of females downwards 7 ). For the female working population, results from 1993 onwards using …xed-e¤ects are consistent with the ones previously obtained using OLS, i.e. a larger share of females in the establishment lowers female wages. That e¤ect is now stronger. However, from 1985 to 1991 we …nd using …xed e¤ects that a larger share of female had a positive impact also on female wages (as opposed to the previous results using OLS).
8
The taste-based wage discrimination and the quality-sorting theories reach di¤erent predictions regarding wage gaps. According to the sorting theory, the wages of di¤erent groups of workers within a …rm will be positively correlated (see the matching models in Kremer (1993) and, for a more general model, Kremer and Maskin (1996) ). The wage discrimination theory, on the other hand, allows for the wages of men working with women to be higher than the wages of other men, to compensate them for the 'disutility'of having female co-workers. The evidence that a higher proportion of females in the establishment lowers wages for women but raises wages for men would therefore lend support to wage discrimination type of models. However, comparison of the OLS results with the …xed-e¤ects results highlights the relevance of sorting type of theories for the explanation of the pattern and trend of gender wage setting in Portugal.
Over time, the positive impact of the share of females at the establishment on male wages declined in Portugal. As the proportion of female workers in the economy increased, the 7 With no control for …rm productivity, we would have E(b) = b + c Cov(P;F ) var(P )
, where P stands for the proportion of females, F is the …rm productivity, b is the coe¢ cient on the proportion of females and c is the coe¢ cient on productivity, if it were observable and had been included in the regression. Since c > 0 and Cov(P; F ) < 0, the lack of control for productivity biases b downwards.
8 As expected, the coe¢ cient on the size of the establishment is now considerably lower than before, since most of that e¤ect is absorbed by the …rm dummy variable. compensation that male workers seem to receive for working with females has declined. This result points to a fading out of discrimination mechanisms.
Segregation and the wage gap
We return to the OLS results previously used in the literature (and will comment below on the results of the …xed-e¤ects model). The contribution of the concentration of females at the establishment level to the gender wage di¤erential is quite signi…cant, varying from 11 percent in 1985 and 1995 to 25 percent in 1989 (see the last column in table 2).
Method.
Oaxaca ( The role of prices has been prominent (see table 2 ). The Oaxaca methodology using male wages as the benchmark indicates that, concerning the proportion of females at the establishment level, the contribution of the endowment component is negative (except in 1999) . In fact, given that the share of females has a positive impact on males wages (the reference wage distribution considered) and that women on average work in establishments with a higher proportion of females, the endowment component would raise female wages, reducing the gender wage gap. However, this is o¤set by the e¤ect of di¤erences in prices (i.e. coe¢ cients) associated with the femaleness of the establishment (precisely because they are positive for men and negative for women, as previously reported). This price component accounts for 15 percent of the observed gap in 1985 and 21 percent in 1999, ‡uctuating during the period in-between.
Oaxaca (1973) Cotton (1988) The decomposition based on the Cotton-Neumark methodology reveals that, for the group of all the variables, di¤erences in endowments, the male advantage and the female disadvantage contribute positively to the observed gender gap, which is in line with the results of Gyimah-Brempong et al (1992) . The contribution of the female disadvantage is larger than the contribution of the male advantage.
With respect to the proportion of females in the establishment, most of the observed gender gap is due to the female disadvantage component, rather than to the male advantage or to di¤erences in endowments, whose contributions to the gap are fairly low. Indeed, female underpayment accounts for 10 percent to 19 percent of the gender pay gap, whereas male overpayment accounts for 2 percent to 4 percent of that gap. This …nding is at odds with the results of Rilley and Wirjanto (1999) , who found a negative contribution of the female disadvantage, suggesting that the impact of the femaleness of the establishment on the observed gender wage gap operated mainly through males'wage advantage.
We have compared the contribution of the variable share of females to the total wage gap with the contribution of industries or occupations. The contribution of occupations taken together or industries taken together to the total gender wage gap is dwarfed by the much larger contribution of the variable share of females. 9 Table 10 in appendix reports the decompositions of the wage gap using …xed-e¤ects estimation. Once we account for unobserved heterogeneity across …rms, the contribution of the share of females to the total wage gap is, as expected, substantially lower (1 percent to 15 percent contribution when using …xed-e¤ects, instead of 10 percent to 25 percent with OLS). However, a remarkable rising trend can still be detected, from a 3 percent contribution in 1985 to 15 percent in 1999. The endowments component still exerts an egalitarian impact on the wage distribution (i.e. a negative contribution to the gender wage gap), showing now a larger magnitude. Therefore, prices continue to be the major force driving the contribution of the variable share of females to the gender wage gap.
In synthesis, for the Portuguese case, segregation remained at stable levels from 1985 to 1999, but nevertheless the degree of femaleness of the establishment tended to become more relevant accounting for wage di¤erences across gender.
The question that would follow is of course what has driven these changes in prices, but at this stage one can only present some speculative reasoning. During the second half of the 80s the Portuguese economy grew at a very fast pace. A large share of low-paid females in an establishment might have resulted in a larger pie to be distributed among males, in a rent-dissipation argument similar to the one presented by Winter-Ebmer and Zweimüller (1996) . Economic growth combined with short supply of quali…ed labor has indeed led until mid-90s to rising wage dispersion, with the bottom wages growing slowly, when compared to top wages, which increased very sharply.
An alternative explanation may be derived from Goldin (1990) , who analyzed speci…cally the rising female labor force participation and the gender gap in the USA. On several fronts, the evidence on Portugal is consistent with Goldin's reasoning. 10 She shows that recent entrants to the labor market tend to be older women, with less labor market experience than the women already in the labor market. The decline in average actual experience would lead to a decline in average females wages and an increase in the gender gap, particularly if one controls for potential experience and not for actual experience. In Portugal, the average age of employed females indeed increased, from 33.6 years in 1985 to 34.9 in 1999. Also, the gender wage gap, as captured in wage regressions using potential labor market experience, increased up to the early nineties. Progressing in this reasoning, if the women entering the labor market tend to work mainly in establishments that were already employing a high proportion of females, which occurred in Portugal, then segregation would account for an increasing proportion of the wage gap. Furthermore, potential experience contains more error as older women and actually less experienced ones join the labor force, such that the increasing role of segregation would show up as a rising 'price e¤ect'. Evidence on Portugal is also consistent with this piece of the reasoning. In synthesis, rising participation of females from slightly older groups may provide several clues to explain the pattern and trends in the gender pay gap detected in Portugal.
Conclusion
This paper analyzed gender segregation at the establishment level over …fteen years in Portugal, and its impact on wages and the gender wage gap. A large employer-employee matched data set has been used. Results point to a high level of systematic gender segregation at the establishment level. A higher proportion of females in the establishment lowers females'wages and, on the contrary, it raises males' wages. The latter outcome contrasts with the evidence available for other countries. Such evidence lends support to wage discrimination type of models. However, comparison of the results obtained using OLS and including …rm-speci…c …xed-e¤ects in the regressions highlights the relevance of sorting of workers into establishments, based on their productivity, to the explanation of the pattern and trend in gender wage setting in Portugal. Similarly, it highlights that discrimination mechanisms are declining over time. The results point to the relevance of taking into account gender segregation of the workforce at the establishment level when analyzing the gender wage gap and deciding on policy measures. 
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